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SUBJECT: IMMINENT FALL OF ICELANDIC GOVT 

1 . ON MAY 4 OLL MINISTER BJORN JONSSON RESIGNED FROM CABINET 
OVER THE ECONOMIC ISSUE. ON MAY 5 OLL MET TO DISCUSS POSSIBILITY 
OF WITHDRAWAL OF PARTY FROM GOVT, BUT OLL MINISTER MAGNUS TORFI 
OLAFSSON WAS BALKING. THIS MORNING OLAFSSON STATED HE WILL REMAIN 
IN GOVT AND TAKE OVER JONSSON'S PORTEOLIO. SOON THEREAFTER OLL 
CHAIRMAN HANNIBAL VALDIMARSSON ANNOUNCED WITHDRAWAL OF OLL FROM 
GOVT AND CALLED ON PRIME MINISTER TO RESIGN. OLAFSSON THEN 
ANNOUNCED HIS WITHDRAWAL FROM THE OLL PARLIAMENTARY GROUP, 

AND REITERATED HIS SUPPORT OF GOVT, THUS SPLITTING THE OLL. 

OLL ACTION NOW PUTS THE OPPOSITION CLEARLY IN THE MAJORITY, 

TOTALLING AT LEAST 31 TO 29. THE 31 ARE COMPOSED OF 22 INDEPENDENCE 
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2. THIS AFTERNOON IN ALTHING PRIMEMIN STATED THAT SINCE IT IS 
OBVIOUS HIS GOVT NO LONGER ENJOYS PARLIAMENTARY MAJORITY, 

HE HAS ONLY TWO CHOICES: DISSOLVE THE ALTHING AND CALL FOR NEW 
ELECTIONS SOON, OR RESIGN HIS GOVT. HE SAID HE WOULD MAKE ANNOUNCE- 
MENT NEXT DAY OR SO AS TO WHICH HE WILL DO, FOLLOWING CONSULTATIONS 
WITH HIS OWN PARTY AND WITH LEADERS OF OTHER PARTIES. VALDIMARSSON, 
WHO DOES NOT WANT ELECTIONS BEFORE SEPT, CHALLENGED CONSTITUTIONAL 
RIGHT OF PRIME MINISTER TO DISSOLVE ALTHING, CLAIMING THAT ONLY 
ALTHING CAN MAKE THIS DETERMINATION SINCE PRESENT GOVT IS NO 
LONGER IN MAJORITY. 

3. WE UNDERSTAND THAT IN PROGRESSIVE PARTY (PP) CAUCUS THIS 
EVENING, PP PARLIAMENTARY GROUP HAS REEUSED TO GIVE PRIMEMIN 
APPROVAL TO DISSOLVE ALTHING AND INSTEAD HAS ASKED HIM TO TRY TO 
FORM A FIVE-PARTY UNIVERSAL INTERIM GOVT WITH NEW ELECTIONS TO 
BE HELD IN SEPT. 

4. COMMENT: WE SHOULD KNOW WITHIN NEXT 48 TO 72 HOURS AS TO WHEN 
NEW ELECTIONS WILL BE CALLED. ONLY THE PEOPLES ALLIANCE AND 
SOME MEMBERS OF PROGRESSIVE PARTY WANT IMMEDIATE ELECTIONS. 

ALL OTHERS WANT THE ELECTIONS IN SEPTEMBER OR EARLY OCTOBER. 

THE PRESENT GOVT HAS NOT (RPT NOT) YET FALLEN, BUT POLITICAL 
ANALYSTS HERE SAY THIS IS NOW ONLY A TECHNICALITY. 

IRVING 

UNQUOTE RUSH 
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